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FROM A SILVER TO A GOLD STANDARD IN 
BRITISH HONDURAS. 

BY HIS EXCELLENCY, SIR ALPRKD MOLONEY, K. C. M. G., GOV- 
ERNOR OB BRITISH HONDURAS. 



Appreciating that the financial transactions connected with 
a change of standard which is unique in the history of currency, 
and the consequences of such a new departure, must be of gen- 
eral interest and concern, I have ventured, with some hesitation, 
in response to an invitation with which I have been honored by 
The North American Review, to illustrate my experience of 
the substitution of gold for silver in the Colony of British Hon- 
duras. 

During the latter half of 1892 a feeling of popular concern 
manifested itself in the Colony in connection with the general 
condition of the silver market of the world and its local effect on 
exchange and trade, and in regard to the purchasing power of 
the dollar in that metal which had depreciated to such an extent 
that many were hit hard, particularly those dependent upon fixed 
incomes and wages. This concern assumed activity in the form 
of an earnest and enthusiastic movement in favor of a gold 
standard. The chief causes for the change advocated may be 
briefly summarized as the decline of the public credit, the insta- 
bility of the value of the standard dollar as measured in terms of 
gold, with its alarming and embarrassing depreciation, the abnor- 
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mal and fitful rate of exchange and the consequent derangement 
and uncertainty of trade. Thus prevailed a constant worry and 
a bewildering uncertainty which resulted practically in the con- 
version of legitimate trade into speculative gambling ; as can be 
appreciated when it is known that the value of the Guatemalan 
silver dollar, the local standard, varied no less than fifty per cent, 
within eighteen months. 

In 1891, the purchasing power of the " sol " equalled 72 cents, 
gold ; at the time of the establishment in October, 1894, of the 
new standard, it was represented by 50 cents, net, above which it 
has not been quoted since. 

"With no direct cable connection and with an exchange rate 
continually varying, calculations as to prices were conjectural; 
goods had to be figured capriciously in anticipation of a fall, 
whether one occurred or not, or at a rate ruling at the time of 
importation ; and when sold, as was frequently the case, at a 
credit of six months or more, serious loss was often experienced. 
Consequently, traders were dazed, imports decreased, selling 
prices had to be constantly readjusted and greatly advanced and 
the main burden fell upon the consumers whose income, whether 
fixed or as wages, had not correspondingly increased. These be- 
came discontented and irritated with the exporters, who were the 
few persons who really made money during the period, as they 
worked with the depreciating, and realized in the appreciating, 
money. Enterprise was discouraged. Sales of property were sus- 
pended. As material had chiefly to be imported, builders fought 
shy of contracts, as they never could tell how they would come 
out. The shrinkage of the value of the " sol" meant correspond- 
ing loss to most and had a most demoralizing effect, tending to 
destroy prudence and thrift. Progress under such circum- 
stances was impossible. 

Change of currency being among those questions which are 
reserved for the consideration and approval of Her Majesty the 
Queen before legislation effecting it could take take form, the 
Home Government were memorialized and the prayer of the peo- 
ple to have a gold standard, and that the dollar of the United 
States of America, was heard ; and the principle of a state issue 
of notes against gold was accepted. It was also allowed to the 
Colony to have its own token silver coinage. The enactment of 
the necessary legislation in the form of "The Coinage Ordi- 
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nance " and " The Currency Note Ordinance " followed. 
The former demonetized the then existing currency ; pro- 
vided for its redemption within a specified time at a pre- 
scribed rate, which was 50 cents to the dollar, determined by a 
committee of experts appointed for the purpose and representing 
the ratio of the new to the old currency which ruled at the date 
of the change ; erected the gold dollar of the United States of 
America into the standard coin of British Honduras, and made 
the gold coins of the United States Mint legal tender for the 
amounts of their respective denominations in standard dollars, as 
well as the British sovereign and half sovereign for the amounts 
of $4,867 and $2,433 respectively ; established for internal circula- 
tion in the Colony a subsidiary coinage at par with gold which com- 
prised fifty cents, twenty-five cents, ten cents and five cents silver 
pieces and the bronze cent piece current at the- time ; fixed $10 as 
the limit of legal tender in silver and 50 cents for mixed metal or 
nickel coins ; and continued " accounting " in dollars and cents. 

The latter law provided for the establishment of Commis- 
sioners of Currency, and authorized, as an additional subsidiary 
currency, the issue against gold by them of a colonial paper cur- 
rency, in notes of one, two, five, ten and one hundred dollars, 
and any multiple of one hundred, as legal tender to any amount, 
and fully secured. 

The amount of gold, notes, and silver in the new coins requisite 
to effect the change having been imported, the period fixed for 
the redemption of the demonetized dollar was October 15th, 1894 
(when the ordinances referred to came into operation), and six 
days thereafter, exclusive of Sunday ; but, in deference to the 
public interests and convenience, the time was extended to the 
27th of October. 

During the specified period the old money tendered in amounts 
of fifty dollars and under was exchanged at the prescribed rate 
for the new currency. For larger amounts deposit receipts were 
given and cashed within one month after date of issue. 

The demonetized "sols" received in the Treasury were 
shipped out of the Colony and sold for what they were worth, the 
amount realized being used to pay for the purchase of the money 
that was substituted for them. Only about one-third of the 
number of the dollars demonetized has had so far to be replaced 
by the Colonial token money, the difference having been made 
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up by notes which, circulating on the credit of the government 
and being convertible on demand into gold, serve now, as far as 
they go, all purposes of money and have the same currency as 
gold and silver. 

As to the losses sustained by the holders of the displaced 
silver by reason of its depreciation, there was an unanimous 
opinion that they should be regarded as having already accrued ; 
and there was no attempt made at the time to suggest that they 
should be tampered with by legislation. What was sauce for the 
goose was accepted as good for the gander. A desire manifested 
itself to have existing contracts completed by payment in the old 
currency. It was, however, made clear that a secondary cur- 
rency, which the acceptance of such a view would have involved, 
would in most cases be productive of much inconvenience, notably 
in the case of open accounts in which moneys would be due upon 
the date of demonetization. An automatic conversion of such 
existing and running debts from the old into the new currency 
was acknowledged by many to be free from hardship, and to 
have the merit of simplicity and finality. 

As regards the treatment of outstanding liabilities at the time 
of the change, it was desired by some that the settlement of 
debts and contracts expressed in the then silver should be fixed 
for the day of maturity, and allowed in the "sol," or in its gold 
equivalent at that date, and at the ratio of conversion to be 
arrived at by the local treasury. Such a proposal was viewed as 
an endeavor to deal selfishly and piecemeal with the question, 
some of its advocates being doubtless solely influenced by the 
hope that the value of the then existing currency would go up to 
their individual benefit at the time of the settlement. 

The only advantage that could be hoped for from this course 
would be that the parties concerned might possibly be restored, 
by further violent fluctuations in the old currency in the direction 
opposite to what experience showed to be likely, to a position ap- 
proaching that which obtained at the date of the contract. Such 
an advantage would have involved in any event a loss to one 
party; it would not have applied to ordinary debts due at the 
time ; it would have been limited to comparatively few transac- 
tions; and finally it would have been greatly counterbalanced by 
the complications and difficulties which would inevitably have 
arisen from the legislation of the circulation of two opposition 
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currencies of different values, the one comparatively fixed, the 
other ever fitful. After careful consideration it was, however, 
decided that they should be converted into obligations in terms 
of the new currency according to a rate of exchange approximat- 
ing as near as possible that actually ruling at the date of the 
change of the system. It was appreciated at the time that, 
whilst the principle involved was open to some objection, it 
could hardly be said to involve more probability of unfairness to 
one of the parties than to the other, and that on the grounds of 
equity and convenience it was the best. 

Moneys that were payable after the commencement of the 
Coinage Act under and by virtue of any contract, judgment, 
order, transaction or dealing made or entered into before its oper- 
ation, or under and by virtue of any testamentary instrument, and 
that would have been payable in the old money, had there been 
no change, were legally made payable at the prescribed rate of 
exchange in the new coins. In addition, the requisite steps were 
followed and measures adopted, as soon as sufficient experience 
of the effect of the change justified action, to adjust, as far as 
was deemed necessary, to the new order of things the customs, 
excise, and license duties and other taxes, fines, fees of court, 
and any other dues or payments, affecting the local government, 
which were not sufficiently dealt with otherwise. 

The gold standard has now been established nearly two years, 
and on no occasion has it been found that there is more silver 
subsidiary coin than is required. On the contrary, it has been, 
since, in constant demand and never at a discount ; which may 
be accepted as proof that there is no redundancy of circulation. 

So as to secure effectively and at all times the free converti- 
bility of the silver token coinage into gold, as the best proof of 
the thorough soundness of the change, it was necessary to keep 
the issue of the former within strict limits, illustrating the bare 
requirements of the people as regards their small change. 

Some anxiety, which subsequent experience has proved to 
have been groundless, was entertained at the time of the change 
of the currency, that there might accumulate in certain hands 
the new silver to an appreciable amount, and that the holders 
would be disadvantageously placed as regards making their remit- 
tances abroad if it were not convertible at the treasury, to an un- 
limited amount, for gold. Should later experience and an ex- 
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pansion of the Colony's domestic requirements clearly demon- 
strate an insufficiency of its token money, there will be no danger 
in increasing it, if provision be made for its convertibility into 
gold, should occasion require it, which will prove to be the most 
effectual check against any over-issue. 

The greatest care and vigilance have been and must neces- 
sarily continue to be exercised to maintain the current value in 
exchange of the token money and the proportion brought into 
circulation had naturally to be limited in relation to that of the 
superior currency, the note issue, and gold, of which it repre- 
sented proportionate parts. 

Under the circumstances it was thought, at the time of en- 
acting the ordinance respecting the coinage, to be unnecessary to 
provide therein for the conversion into gold of the subsidiary 
silver money requisite to effect the change. 

Fears were entertained when the question of currency reform 
from time to time attracted public attention that a sudden change 
in the standard might seriously disorganize the industries of the 
Colony and such disorganization would be much greater, it was 
thought, were an attempt made to set up an artificial and en- 
tirely new standard. No such anticipations have so far been 
realized ; they were chiefly entertained by those who desired the 
continuance of the old currency from interested motives for 
their own individual benefit. A few with no interested motives 
conservatively wished to adhere to the old state of things. Not 
a single closure of any commercial house, the failure of whose 
business can be associated with the change, has occurred. The 
staple industry, logwood, has increased. Increment is also 
anticipated for mahogany and fruit this year ; in 1894-5 
operations of cutting had to be contracted on account of fall 
in price of the former. 

Not only has trade considerably expanded, but there has been 
an appreciable increase, over forty per cent., in the number of 
importers since 1894. Formerly, the smaller importers did their 
business through the larger houses ; it is so no longer. Any 
healthy widening of the basis of commerce by the creation of 
additional independent traders of varied interests must be to the 
ultimate advantage of any country. Competition has become 
keener to secure trade, which has had the tendency to reduce 
prices. From the agricultural backwardness of the country, due 



FROM A SILVER TO A QOLD STANDARD. 263 

to various causes, local produce for home consumption has not 
gone down to the prices that should obtain; but competition 
should in time effect reduction. 

The laboring classes, the backbone of the Colony, have 
largely benefited as regards wages, the dollars now earned equal- 
ling the number formerly received by them in ■" sols." Savings 
Bank deposits have increased. Land and house property, whether 
in town or country, has increased one hundred per cent, in 
value, commanding now in gold the same amount received for- 
merly in the money it replaced. 

This increased prosperity has also been reflected in the vital 
statistics of the Colony, as is illustrated by the marked improve- 
ment* in the birth rate and the lowering of the death rate, and 
this improvement has been steadily maintained since. The mar- 
riage rate, which is accepted as a good index in other conntries, 
cannot be relied upon here, for reasons not germane to the 
article. 

During the whole of last year ninety days' drafts on England 
were at $4.80 to the pound sterling, a few bills being sold during 
the summer at $4.82, and during the Christmas season some at 
$4. 75 on account of a slight fluctuation in supply and demand ; 
drafts on the United States have generally been at par, though 
occasionally sold at a discount and some at a premium of one- 
half or one per cent.; ninety days' drafts on England bought here 
at $4.80 have frequently sold in the United States at $4.86 per 
pound sterling, showing a profit of over one per cent., which ad- 
mitted of the larger commercial houses accommodating the smaller 
with exchange at par. 

The sale of bills is no longer a monopoly nor the capricious 
thing it was. Accommodation has ceased to be a favor and has 
become a matter of business. 

As regards the local treasury transactions since the change, 
bills of exchange at ninety days on England have been par- 
chased by the government at $4.75 to $4.82 to the pound, an 
average of $4.78 for the pound sterling, resulting on realization 
in a profit. 

British Honduras being co-terminous with silver-using coun- 

*The birth rate of a population f urnighes a good index of prosperity when read 
with other matters. Indeed, some vital statisticians go so far as tn state that "a 
high birth rate is the invariable concomitant of prosperity." Fan's Vital Statistics, 



264 THE NORTH AMERICAN REVIEW. 

tries and having trade connections with others, " sols " find their 
way, as was to be expected, into the Colony. Although it is 
clearly understood that there is no legal obligation to accept 
them and that recipients hold them on their own responsibility, 
they are taken at their gold value as an accommodation in com- 
mercial transactions between buyer and seller, and exported to be 
realized in gold. There is no fear of their again affecting the 
silver position of the Colony. 

It is not so however with the silver of the United States, 
which, although not legal tender, has crept into and mingles 
freely with the legal currency of British Honduras, being taken 
freely by the merchants, but at their own risk. It was intro- 
duced, soon after the change of the standard, by the fruit steam- 
ers from the United States to meet their requirements, and it is 
now as readily received as the token money of the Colony. Con- 
sequently, there has been no equivalent displacement or drainage 
of gold for export as was thought by some to have taken place. 
Nothing but legal tender coins will continue to be received by 
the government. 

Nevertheless, it must not be overlooked that the silver dollar, 
with its component parts, of the United States, circulates here at 
an artificial value, that intrinsically it is worth less than the Mexi- 
can dollar which had to be demonetized in British Honduras, and 
that an English sovereign would purchase about nine of them 
outside of the United States. In connection with its local circu- 
lation, the greatest vigilance must continue to be exercised ; true, 
so long as silver in the United States is maintained on a par with 
gold, the former could always be exported there without serious 
loss; but, should it be otherwise, what then ? 

The dominating question here has been for years the currency 
problem ; it has been coquetted with and never seriously faced for 
various reasons into which it is unnecessary now to enter. 
It can be fairly claimed that the facts notified in this ar- 
ticle demonstrate that a satisfactory settlement of the much 
vexed question, Currency, has at last been arrived at. Public 
credit re-established on a sound basis has been repaired and en- 
hanced. Stability and rate of exchange equalling these obtain- 
ing in any country have been secured. There is reason no longer 
for hesitation to invest capital ; before, capitalists naturally 
shrank from putting money into a country where a barometrical 
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money value and rate of exchange existed. Now gold is paid for 
in gold and the country's products are worked and realized in 
gold ; in fact, a money has heen established which is of the same 
value to every one whether payer or payee. Unquestionably the 
change has been so far a valuable boon to the Colony, and it may 
be reasonably anticipated that it will prove to be a still greater 
one in the future. 

The subject has been approached and handled with care, 
prudence and forethought, and all are to be congratulated who 
contributed to the unquestionable success of so delicate and ex- 
ceptional a financial revolution. So far as I have been able to 
gauge its effect, the new currency has been received and accepted 
with general satisfaction ; even the few who silently and selfishly 
opposed its establishment now appreciate that the spasmodic 
gain they acquired formerly from the depreciation of silver is in- 
comparable with the stability of the rating of exchange now as- 
sured, the sense of security enjoyed, and the material benefits 
derived from the gold standard. 

Alfbed Moloney. 



